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Department of Veterans Affairs § 17.611 

upon the recommendation of the Under 
Secretary for Health. 

(Authority: 38 U.S.C. 7431–7433) 

[47 FR 10810, Mar. 12, 1982, as amended at 54 
FR 28676, July 7, 1989; 61 FR 21969, May 13, 
1996; 79 FR 54616, Sept. 12, 2014] 

§ 17.610 Failure to comply with terms 
and conditions of participation. 

(a) If a participant, other than one 
described in paragraph (b) of this sec-
tion fails to accept payment or in-
structs the school not to accept pay-
ment of the scholarship provided by 
the Secretary, the participant must, in 
addition to any service or other obliga-
tion incurred under the contract, pay 
to the United States the amount of 
$1,500 liquidated damages. Payment of 
this amount must be made within 90 
days of the date on which the partici-
pant fails to accept payment of the 
scholarship award or instructs the 
school not to accept payment. 

(Authority: 38 U.S.C. 7617(a)) 

(b) If a participant: 
(1) Fails to maintain an acceptable 

level of academic standing; 
(2) Is dismissed from the school for 

disciplinary reasons; 
(3) Voluntarily terminates the course 

of study or program for which the 
scholarship was awarded including in 
the case of a full-time student, a reduc-
tion of course load from full-time to 
part-time before completing the course 
of study or program; 

(4) Fails to become licensed to prac-
tice in the discipline for which the de-
gree program prepared the participant, 
if applicable, in a State within 1 year 
from the date such person becomes eli-
gible to apply for State licensure; or 

(Authority: 38 U.S.C. 7617(b)(4)) 

(5) Is a part-time student and fails to 
maintain employment in a permanent 
assignment in a VA health care facility 
while enrolled in the course of training 
being pursued; the participant must in-
stead of performing any service obliga-
tion, pay to the United States an 
amount equal to all scholarship funds 
awarded under the written contract ex-
ecuted in accordance with § 17.602. Pay-
ment of this amount must be made 
within 1 year from the date academic 

training terminates unless a longer pe-
riod is necessary to avoid hardship. No 
interest will be charged on any part of 
this indebtedness. 

(Authority: 38 U.S.C. 7617(b)) 

(c) Participants who breach their 
contracts by failing to begin or com-
plete their service obligation (for any 
reason) other than as provided for 
under paragraph (b) of this section are 
liable to repay the amount of all schol-
arship funds paid to them and to the 
school on their behalf, plus interest, 
multiplied by three, minus months of 
service obligation satisfied, as deter-
mined by the following formula: 

in which: 

‘A’ is the amount the United States is enti-
tled to recover; 

‘j’ is the sum of the amounts paid to or on 
behalf of the applicant and the interest on 
such amounts which would be payable if, 
at the time the amounts were paid, they 
were loans bearing interest at the max-
imum legal prevailing rate, as determined 
by the Treasurer of the United States; 

‘t’ is the total number of months in the ap-
plicant’s period of obligated service; and 

‘s’ is the number of months of the period of 
obligated service served by the participant. 

The amount which the United States is 
entitled to recover shall be paid within 
1 year of the date on which the appli-
cant failed to begin or complete the pe-
riod of obligated service, as determined 
by the Secretary. 

(Authority: 38 U.S.C. 7617(c)(1)(2)) 

(Approved by the Office of Management and 
Budget under control number 2900–0352) 

[47 FR 10810, Mar. 12, 1982; 47 FR 13523, Mar. 
31, 1982, as amended at 48 FR 37400, Aug. 18, 
1983; 54 FR 28676, July 7, 1989; 54 FR 46611, 
Nov. 6, 1989; 61 FR 24237, May 14, 1996] 

§ 17.611 Bankruptcy. 

Any payment obligation incurred 
may not be discharged in bankruptcy 
under title 11 U.S.C. until 5 years after 
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38 CFR Ch. I (7–1–16 Edition) § 17.612 

the date on which the payment obliga-
tion is due. This section applies to par-
ticipants in the HPSP and the 
VIOMPSP. 

(Authority: 38 U.S.C. 7505(d), 7634(c)) 

[78 FR 51071, Aug. 20, 2013] 

§ 17.612 Cancellation, waiver, or sus-
pension of obligation. 

(a) General. (1) This section applies to 
participants in the HPSP or the 
VIOMPSP. 

(2) Any obligation of a participant for 
service or payment will be cancelled 
upon the death of the participant. 

(Authority: 38 U.S.C. 7634(a)) 

(b) Waivers or suspensions. (1) A par-
ticipant may seek a waiver or suspen-
sion of the obligated service or pay-
ment obligation incurred under this 
program by submitting a written re-
quest to VA setting forth the basis, cir-
cumstances, and causes which support 
the requested action. Requests for 
waivers or suspensions must be sub-
mitted to VA no later than 1 year after 
the date VA notifies the participant 
that he or she is in breach of his or her 
acceptance agreement. A participant 
seeking a waiver or suspension must 
comply with requests for additional in-
formation from VA no later than 30 
days after the date of any such request. 

(i) Waivers. A waiver is a permanent 
release by VA of the obligation either 
to repay any scholarship funds that 
have already been paid to or on behalf 
of the participant, or to fulfill any 
other acceptance agreement require-
ment. If a waiver is granted, then the 
waived amount of scholarship funds 
may be considered taxable income. 

(ii) Suspensions. VA may approve an 
initial request for a suspension for a 
period of up to 1 year. A suspension 
may be extended for one additional 
year, after which time the participant 
will be in breach of his or her accept-
ance agreement. If a suspension is ap-
proved: 

(A) VA will temporarily discontinue 
providing any scholarship funds to or 
on behalf of the participant while the 
participant’s scholarship is in a sus-
pended status; or 

(B) VA will temporarily delay the en-
forcement of acceptance agreement re-
quirements. 

(2) The Secretary may waive or sus-
pend any service or payment obligation 
incurred by a participant whenever 
compliance by the participant (i) is im-
possible, due to circumstances beyond 
the control of the participant or (ii) 
whenever the Secretary concludes that 
a waiver or suspension of compliance 
would be in the best interest of the De-
partment of Veterans Affairs. 

(Authority: 38 U.S.C. 7634(b)) 

(c) Compliance by a participant with 
a service or payment obligation will be 
considered impossible due to cir-
cumstances beyond the control of the 
participant if the Secretary deter-
mines, on the basis of such information 
and documentation as may be required, 
that the participant suffers from a 
physical or mental disability resulting 
in permanent inability to perform the 
service or other activities which would 
be necessary to comply with the obli-
gation. 

(d) Waivers or suspensions of service 
or payment obligations, when not re-
lated to paragraph (c) of this section, 
and when considered in the best inter-
est of the Department of Veterans Af-
fairs, will be determined by the Sec-
retary on an individual basis. 

(e) Eligibility to reapply for award. Any 
previous participant of any federally 
sponsored scholarship program who 
breached his or her acceptance agree-
ment or similar agreement in such 
scholarship program is not eligible to 
apply for a HPSP or VIOMPSP. This 
includes participants who previously 
applied for, and received, a waiver 
under this section. 

(f) Finality of decisions. Decisions to 
approve or disapprove waiver requests 
are final and binding determinations. 
Such determinations are not subject to 
reconsideration or appeal. 

(Authority: 38 U.S.C. 7505(c), 7634(a), 7634(b)) 

[47 FR 10810, Mar. 12, 1982, as amended at 78 
FR 51071, Aug. 20, 2013] 
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